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Committed to Northwest Values

TO BPA CUSTOMERS, TRIBES, CONSTITUENTS AND INTERESTED PARTIES:

he Bonneville Power Administration (BPA) has kicked off its 2012 Integrated Program Review (IPR) to
providetherd A2y 'y 2LIRNIdzyAdGe G2 Sy3ar3asS Ay | NAI2NPdz
and costs.

BPA encourages patrticipants to review and comment on the proposed spendisgetiety support the
I 3Sy Oeé QBPAYSME prdpasiigiprograms besathey have always existed; however, BPA is
proposing programs because they are required or necessary or address regional values

The obstacles, ahead, are well known:

As in FY 2011, the region is experiencing abnormally high water yet market pricasifar gasand
electricityremain low, which increases the level of uncertainty the agency can stay in the black in FY 2012.
Depending on the outcome of FY 2012, there could be more discussion next year on rate levels and the
tradeoffs that may be necessa

Theeconomic environment remains diffigithe region continues to experience high unemployment, slow
economic growth and cautious capital investment. Regional power loads dropped 9 percent from 2008 to
2010 anchewload growth is expected to be sligor remain flat until 2015.

By the end of 2011, the BBAlancingauthority area(BAAhad3,788megawattsof installed wind plant

capacity and forecasts indicdtestalled capacitgould rise tdb,000 MW by the end of 2013. This

concentration ofenevable energygrowth y . t 1 Q& . ! ! LINRBRdz0OSa I NBES dzy SELJ
output that require significant balancing reserves from BPA to preserve reliabilityaging the system to

addresshifting resource conditionicludingseasonal oversupplis putting strain on theurrent

infrastructure creating risk to fish species from high levelsimbgen gasnd producing additional costs.

There is a great deal of uncertainty pertaining to future court actions suppertidgngered species
responsibities, whichmakes it difficult for BPA and the region to manage and plan future power production
and cost. Similarly, North American Electric Reliability Corporetieility standard€ontinue to evolve and
expand year over year, resulting in risgapital and expense requirements. Furthermore, the Columbia
Generating Station will likely see additional regulatory requirements resulting from the Fukushima Daiichi
nuclear event in Japan.

Taking all these uncertainties into consideration, BPA has gmgkjarograms needed to deliver on the

3Sy0eQa ONARGAOFT YAAa&aAAZ2Y | YRhalShdBENVhasSevéopadi§ OG SR | y R
targetsbelieved to baminimally sufficient to meet those needs.

Proposed spending levels have been thoroughljewed internally, but have not been set as fiqtius,
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participants have the opportunity fprovide input Thignput can come through challenges to specifics in the
scope and design of programstbroughdiscussions of the spending itself. idilicult, however, to argue for
reduced costs without commensurate reductions in the delivery of the programs.

BPA believes the proposed spending levels demonstrate the hard work to contain costs in the areas in which
the agency has a significant amountoftrol ¢ internal costs, for example. However, increases are projected
to occur where the agendy required or mandated to invest, maintain or sustain services.

BPA looks forward to a thorough, challenging and informed discussion. The underst&iingsd the
region come to in the process will pave the way for a productive and collegial rates process beginning this fall.
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INTRODUCTION

AGENCY STRATEGY

.t I'niixsionas a public service organization is to create and deliver the best value for our customers
stakeholders andonstituents as we act in concert with others to assure the Pacific Northwest:

e An aequate, efficient, economical and reliable power supply;

e Atransmission system adequate to the task of integrating and transmitting power from federal and non
FSRSNIf 3ISYSNIGAY3T dzyAGads LINPGARAY3IA a&adaidisOS G2 .t
and maintaining electrical reliability and stability; and

e aAlAILGAZ2Y 2F (GKS CSRSNFORPSh@Eétsday fisthahd wildifd@@ S NJ t 2 6 SNJ { &

BPA is committed to co$iased rates and public and regional preference ipatsermarketing. BPA will set

its rates as low as possible consistent with sound business principles and the full recovery of all its costs,

including timely repayment of the federal investment in the system.

BPAsionistoo S 'y Sy3IAyS 2T (KELBANRNIGRG $yRQE yDANP YWY G 1LINI
actions advance a Northwest power and transmission system that is a national leader in providing:

¢ High reliability; ¢ Responsible environmental stewardshémd
¢ Low rates consistent with sound business ¢ Accountability to the region.
principles;

BPA delivers on these
public responsibilities st 53 s5 s7 $9
Policy & Regional Tiered Power Rates Energy Efficiency Environment, Stakeholder

through a Commerclal Iy Actions Fish & Wildlife Satisfaction

successful business. s St <6 s8

FCRPS Operations Transmission Access Renewable Energy Climate Change
.t 1 Q& YAfaum A2y |y R G it b )
LIA £ f litsNiBiah ar@ T = = =
SUppOl‘tGd by the age@:)Q é Capital Access Cost Recovery Cash Flow
strategic objectives. These - = = -
are ongoing, longerm oo s it oting & oo
outcomes BPA pursues
across all dimensions it
business. For details, see = = - =
. t 1S@alegic Objectives el Y oot frmabiads

12 14 16
One BPA Asset Management Collaboration

BPA elevated six strategic priorities for spkfocus in FY 20117. These priorities support strategic objectives
and are especially critical to fulfillitige vision given the drivers of change fddéethe operating environment.
Major drivers and strategic priorities are outlinedlie Strategic Direction 2032017 Report

. t !cékévaluesnclude:

Trustworthy Stewardship

As stewards of the FCRBBA igntrusted with theresponsibility to manage resources of great value for the
benefit of othersBPA igrusted when others believe in and are willing to rely upon our integrity and afbiity.
be worthy of trusthe Agencynust:

e Consistently adhere to the highest ethicatigmmofessional standards



http://www.bpa.gov/corporate/about_BPA/StratDocs/FY12-Strategic-Objectives-Paper.pdf
http://www.bpa.gov/corporate/about_BPA/StratDocs/BPA_Strategic_Direction_2012-2017_FINAL_for_posting.pdf
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Obtain the greatest value from the FCRPS for the people of the region

Collaborate with those we serve as we make our decisions

Communicate clearly, forthrightly and fully

Hold ourselves accountable for performance on our commaitts by aligning our words and actions.

Collaborative Relationships

Trustworthiness grows out of a collaborative approach to relationships. InteBR#gnust collaborate across
organizational lines to maximize the valueughtto the region. Externalithe Agency mustvork with many
stakeholders who have conflicting needs and interests. Throoligiboration BPA cawliscover and
implement the best possible lorgrm solutions. This approach of creating together requires:

e Taking time to listen and uedstand each other's viewpoints, issues, and concerns
e Searching respectfully for mutually beneficial solutions
e Sharing and explaining decisions in a timely fashion

Operational Excellence

Operational excellence is a cornerstone of delivering on thepilars of. t !s@agegic objectives (system
reliability, low rates, environmental stewardship and regional accountability) and willthieéegencyamong
the best electric utilities in the nation. Operational excellence requires:

Continual review andviprovement of standardized systems, processes and controls

Measurement of our accomplishments against cleddfmned and benchmarked performance standards
Investment in our people

Focus on ease of doing business with customers and with each other

ACCOMPLISHMENTS

2011Successes

e 2011 produced psitivenet revenues of $82 millioduein largepart to cost management

Regional Dialogusntractswent into effecton Oct.1, 2011, with new tiered powerrates

Service was extendedd directservice industriessecuring hundreds of jolfisr the region

AResidential Exchangeogramsettlementwasreached

Integrated wind exceestl 3,500 MW

More than $1 billionwas investedn infrastructure i

TheMcNaryJohn Dayp00 KMine was completecihead s

of schedule ad under budgetadditional informatioris B

available in a related artictanline.

e Thealternating currenintertie to Californiareceived
critical upgrades

e Acquiredmore than 10GMW of energy efficiency
savings

e Salmorreturnedin record numbers to places théd
not been seen in decades

Recognition of Excellence

e Finalist in the Platts 2011 Global Energy Avgg@@mmercial Technology of the Year for &gvanced
Tower Analysis and Design System

e Environmental Awards
0 Leadership for Energy Smart Federal Partnership
0 Grand Coulee Dam Lighting Project Award ftbenEnvironmentalProtection Agency



http://www.bpa.gov/corporate/BPANews/ArticleTemplate.cfm?ArticleId=article-20120301-01
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o { SONBUGINE 2F 9ySNHeQa ! OKAS@OENgSKip ! 61 NR T2 NJ Cd
¢ Silver Award for Federal Electronics Challenge
e BRAVO Award from Hispanic Chamber of Commerce
e bl @®2Qa 9YySNHE YR 2F0iSNJalyl3asSySyid ! gFNR NBO23AyAl
e Ethics Awards

o Innovation 2010 Welbased Training

o Innovative Prodats

o Innovative Campaign to Build Organizational Integrity

e GreenGov Presidential Award for Sustainalli§PA Regional 10 Federal Green Challenge Team
e 2010 DOE Aviation Program Award

HOW BPA PREPARES BUDGETS

BUDGET DEVELOPMENT PROCESS

BPA began its press to develop proposdely 20145 spending
levels for discussion ité 2012IPRastwinter. Theprocessegan by
layingout the basic approacand assumptionsor developing
proposedspending levelsThe general approach was

o Capital program levels wercapped at base levels shared in the
2012Capital Investment Review (CIR)
o Expenseost targetsvere developedby Finance

(0]

Thecosttargets were intenddto hold costincrease to
levels of inflation where possihl&ach organization/
program is expectetb operate within costargets or
provide strong justification for needs beyond those level:
Cost targets reflect salaries based on approved staffing
levels and current wagesnd assumed raisdsiilt into
Federal employee compensatidestimatedcost ofliving
adjustmentsandstep and grade increasésised on
historical data.

Federal benefits are increasing due to higher healthcare
costs and the offsetting impact of COLA freezes.

Cost targets include efficiencies assumed in the 2010 IF |
In some instaces, cost targets for FY 2018 are lower
than forecasts presented during the 2010 IPR for the
same time period.

The agencyecogniza operating atcosttargets may not

be prudentin all cases.

Internal Review Procesdn FebruaryTransmission, Powend
AgencyServices orgnizationsvorkedto develop expense forecasts
anddetermine if requests beyorithe costtarget levelwvere
necessaryFrom March througMay, executives reviewed program
areas requesting spending levels higher than cost tardgedsh
proposed increasmcludedjustification that addressed th&trategic
objectives, new initiatives, risks or impacts of delaying or not increasing costs

Expense Cost Target Assumptio

IPR expense targets for FY 20%are
based on FY 2012 StaftYear (SOY)
budgetswith the following assumption

Personnel Costs

Cost of Living Adjustmen{COLA)
Yearto-Year Increase

FY 20120 2013 0%
FY 20130 2014 1.34%
FY 20140 2015 1.34%

Step and Grade Increase (per year)

FY 301315 1.00%
Benefits (as a percent of salaries)

FY 2013 1.00%

FY 20145 0.50%
Awards

Assumeestoring full awardgrom the
FY 2012350% levels

Other Operating Costs

Most other costs assume 2012 SOY
levels as a base inflated by 1.88% pe
year. Exceptions made when better
information was available.
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GENERAL ALLOCATION OF AGENCY SERVICES COSTS

Costs resulting fromgency Services organizations musirtsduded in the Power and Transmission revenue
requirements Some costs are direct charged to Power and Transmisgithgpograms andsomeare
allocated Theallocation process is accomplished through General and Administragve) @&d Support
Servicegost pools.

BPA had5G&A cost pools and nine Business Support pdtise &:A and Business Support pools are
collections of costs from the centralized Agency Services organiz&emisAgency Services organization may
charge into one or more cost poak well as, charging directly into Power and Transmissidvi @rograms.

The description of products and services provided by these organizations can be found in the individual
organizations summarias the Agency Services section of this report

INTEGRATED PROGRAM REVIEW

The followingtemsare outside the scopef the IPR process and will be addressed in the upcojaiingy
Power and Transmission Rate Case

e Loads andesources s Revenueredits including e Reimbursables
e Cashreservelevels net secondary o Ratelevek
¢ Ratedesign sakd power purchases

¢ Billingdeterminants
Program estimates are provided fdret followingbut are not describedn detail duringthe IPRorocess

LongTerm Contract Generating Projects

Operating Generation Settleme(€olville Selement)

NonOperating Generatio(Trojan Decommissioning and WARNd 4 O&M)
Power Servicesransmission Acquisition and Ancillary Services
Residential Exchange Program

BPA held general managameetingJan.31, 2012, in order toeceiveinput from regional stakeholders prior

to the upcoming2012IPR Discussiorenteredon the state of thenational,regional and the Pacific
Northwesteconomicsand a panel of seven utility general managers provided their perspective on the state of
the economy in thie localareas BPAexecutives describestrategic drivers of costs and rajesd

stakeholders provided their perspectivéde input provided in this meeting informed intergalidanceon

spending levedlevelopmaent and formulation oproposed IPR levels

Customers and othestakeholdersequested BPA separate strategic capital discussions focusiagsst
strategies and.0-yearcapital forecasts from the IPR process. In responsehB&&d theCapital Investment
Review (CIRyrocessrom March throughApril of this yearinput received from the CIR will inforime asset
strateges

Based on feedback from the 2010 IeBsons learnedhe 2012 IPR will reflect the following process changes
to enhance the effectiveness of the information presented wimigimizing requireddPA and participant
resources

N>

e Proposed spending levelsflecti KS | 3Sy 0é Qa OdzNNdeedénto &hvéransl 6 S 2F G K
mission Theestimateshave been scrubbed but have not bderalized participants can influence
proposed spendindevelsthat will be included in the rate casby providing input during th&0-week
commentperiod.

10
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To enhance accessibility and understanditiinformation § centraized in thisdocument with a
consistent format.

Between June 5 and June, P@rticipants may request additional informationtechnical discussions
targeting specific programsvhich will allow participants to engage areas of specific interest.
Technical discussion§requested, will be helduly 1619. Discussions will bbasedon specifiguestions
and requestseceived from IPR participafThis option encourages collaborative discussiorspenific
areas of interest to the IPR participarBeeNext Stepgor details on how to submitequests.

Aten-week public comment period will provide interested participants an opportunity to comment on
programs angbroposedspendindevels.

Regional Srategy | Long-Term Capital FY 2013-2015 FY 2013 ¢ 2015 | Final
Discussion Asset Srategies = Expense & Capital Expense & Capital | 2014 ¢ 2015 Rates
General | @gita] t Integrated BP-14 Power & I BP-14 Power &
alyr3na n\;; mer Program ———» Transmission | Transmission
Meeting L= Review Initial Proposal | Final Proposal
s c = e AZen , I
Discussion of the OB YA URY 2F. t! @ WS 2%t @ Reflection of final
state of the economy long-term forecast programs, their QORand IPRspending |
FyYR. t! @aNG=O capital cost proposals estimated cost levels. |
cost driversand proposals and value
al 1 efiRaa to the region. |
perspectives. |
March - April June - August |
January 2012 Fall 2012 Summer 2013
y 2012 2012 |
FY 2013-2015 Expense & Capital
2012 Integrated Program Review
IPR Kickoff IPR Capital Debt Requests for Discussion Comment Fnal Report
Meeting Update Management Discussion Meetings Period
Meetings
Per customer Qose of IPR g Releoause IPR
- Publish IPR Release FY2013-15 Debt Al stsf request Public O_)mment ose-Out Letter
Initial Publication | = Capital Forecasts Management c;iesqij;;n o Period & Final Report
- Release FY2013- | and Debt Service Technical meetings and/or July 16 - 19
15 Bxpense Cost Costs(includes Workshop additional
_Estin;r;atgmmem feedback from AR) information due Accessto
P(e)r?od Capital Update
Access to Capital
Technical
Workshop
June 5 June 18 - 22 June 19 June 29 duly 26 August 10 Fall

11
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3.1 POWER OVERVIEW

FY 2011 endedfaur-yeardry spell where the region experienced belawerage precipitation and runoff.
MoreoveZ C, HnMH NHzy2FF A& F2NBOFad G2 0SS 10620S I @OSNI .
currentfinancialposition has not strengthenediie to low market prices for natural gas and consequently low
market prices for secondary sales.

In FY 2011, Power Services exceeded expectations with net revenues coming in $59 million abovethe start
year (SO¥fprecast This increase in net revenue was mainly due tegmtive cost management efforts.

While the region experienced higher than expected stream flows, revenues less power purchases only came in
$17 million higher than SOY expectations due to a lower mariat environment, unexpected outages at

CGS and Grand Coulee Third Power Riadtlower preference and DSI loads. However, Power Services was
able to keep spending $42 million below the SOY forecast. While costs were managed across all of Power
Servies, significant undetuns were seen in the following programs: CGS, Bureau of Reclamation and Corps of
Engineers combinedb13 million, Power Nofseneration Operations$12 million, Conservatior$s11 million,

and Fish and Wildlife$5 million.

For F2012, Power Services is forecasting expenses to come in under its SOY feveitesore, Power

Services is proposing to increase internal operating t@stsd orexpense cost target assumptiodescriked
previously. Someof the programsavith proposed increases compared to spending levels inElYe2012.3

Rate Case ar€olumbia Generating Station, Corps of Engineers, Bureau of Reclamation, and Fish and Wildlife.

More information about all of Power Ségs' programs isontainedin the following sections of this

document.
Comparison of Forecast Growth Rate in 2010 IPR to 2012 IPR
Power 2010 IPR 2012 IPR
FY 2009 Actuals to FY 2011 Actuals to
FY 2013 Final IPR FY 2015 Proposed
Overall 5-year change 20.8%" 22.5%
Compound Annual Growth Rate 4.8% 5.2%

The 2010 IPR Jose-out Docurrent displayed this as 20.5% This has been recalculated without
including Transmission Acquisition/ Ancillary Services costs to be consistent with the calculation for the
cument forecasts. These costs are not within the scope of the IPR.

14
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Potential Power Revenue Requirement
Proposed Power Services Expenses FY-2814

Other NonlIPR
Power Purchases 4%
5%

Residential Exchange
Benefits
9%

The revenue

requirement include
costs outside the

IPR Costs
43% scope of the IPR.

. N .
CapitatRelated
35% N
Transmission
Acquisition and
Ancillary Services
5%

Power Services IPR Costs
FY 2014015 Average: Proposed IPF

Columbia Generating
Station

27%
BPA Internal Support
6%
NW Power and
Conservation Counci Bureau of Reclamatior
1% 12%

Fish and Wildlife/
LSRCP/ Environmental
Requirements
22%

4
" Corps of Engineers
18%

Non-Generation
Operations Energy Renewables
7% Efficiency 3%
4%

15
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mBureau of Reclamation
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Renewables

Energy Efficiency

mNon-Generating Operations

mFish and Wildlife/LSRCP/Environmental

Requirements

NW Powerand Conservation Council

EBPA Internal Support
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Power Services Summary Statement of Program Expenses
2011 2012
Start | Start
($$$)] of Year Actuals Delta Rate Case of Year Delta
COSTS DESCRIBED IN IPR
Columbia Generating Station 323,082 322,212 (870)| 306,366 306,366 -
Bureau of Reclamation 96,110 85,488 (10,622)| 111,972 111,972 -
Corps of Engineers 192,433 190,835 (1,598) 208,700 208,700 -
Renewable Resources 39,758 38,527 (1,232) 37,670 37,669 (2)
Energy Efficiency 76,200 59,476 (16,724) 46,950 46,950 -
Non-Generation Operations 86,901 75,137 (11,764)| 88,460 86,656 (1,805)
Fish & Wildlife, LSRCP, Environmental Requirements 249,780 245,610 (4,170) 266,525 275,052 8,528
NW Power & Conservation Council 9,934 8,930 (1,004) 10,114 10,114 -
BPA Internal Support 63,464 66,440 2,976 68,978 68,819 (159)
Subtotal] 1,137,662 1,092,654 (45.008)] 1.145735 1,152,298 6 563-l|
OTHER COSTS!
Long-Term Contract Generating Projects 31,266 29,427 (1,839) 25,079 25,079 -
Operating Generation Settlement 21,754 17,570 (4,185) 21,928 21,928 -
Non-Operating Generation 2,128 2,672 544 1,938 1,938 -
Power Services Transmission Acquisition 168,065 179,684 11,619 160,516 162,116 1,600
Residential Exchange & IOU Settlements 188,987 184,764 (4,223 201,561 202,961 1,400
Subtotal 412.201 414,118 1 917-Z| 411,022 414,022 3.000
Totall 1,540.863 | 1506771 | (43,000 1586757 | 1,566,320 | 9563 |
2013 2014 2015
Proposed Proposed Proposed
(33$)] Rate Case IPR Delta IPR Target IPR Delta IPR Target IPR Delta
COSTS DESCRIBED IN IPR
Columbia Generating Station 345,945 347,829 1,884 317,860 326,136 8,276 361,904 384,396 22,492
Bureau of Reclamation 119,891 119,891 - 115,443 150,101 34,658 117,615 152,533 34,918
Corps of Engineers 215,700 215,700 - 215,170 231,187 16,017 219,218 237,378 18,160
Renewable Resources 38,142 38,140 @) 38,836 39,799 962 39,567 40,147 580
Energy Efficiency 47,850 47,850 - 48,408 48,408 - 49,320 49,320 -
Non-Generation Operations 89,950 90,110 161 90,388 92,052 1,663 92,960 94,908 1,948
Fish & Wildlife, LSRCP, Environmental Requirements 271,589 276,130 4,541 284,005 284,970 965 290,569 291,970 1,401
NW Power & Conservation Council 10,355 10,355 - 10,428 10,568 140 10,624 10,799 175
BPA Internal Support 70,483 71,478 995 71,705 74,447 2,742 73,087 77,025 3938
Subtotal]l 1,209,905 1,217,483 7,578 1,192,243 1,257,667 65,424 | 1,254,866 | 1,338,475 83,610
OTHER COSTS!
Long-Term Contract Generating Projects 25,831 26,008 177 25,999 25,999 - 26,619 26,619 -
Operating Generation Settlement 22,148 20,785 (1,363) 21,138 21,138 - 21,497 21,497 -
Non-Operating Generation 1,948 2,316 368 2,206 2,206 - 2,228 2,228 -
Power Services Transmission Acquisition 157,185 157,455 270 160,896 160,896 - 159,963 159,963 -
Residential Exchange & IOU Settlements 201,838 201,838 - 209,253 209,253 - 213,190 213,190 -
Subtotal 408,950 408.402 (548) 419,492 419,492 - 423.497 423 497 -
| Totall 1618854 | 1,625 884 | 7030 | 1,611,735 | 1677150 | 65424| 1678363 1.761973 ] 83610 |

‘Other Costs are presented but not described in detail durina the IPR process.
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3.2 CoOLUMBIA GENERATING STATION

FY 2014015 Average: Proposed IP
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Program Details

2011 2012
Start of Rate Start of
($$%) Year Actuals Delta Case Year Delta
Columbia Generating Station 323,082 322,212 (870) 306,366 306,366
2013 2014 2015
Rate Proposed IPR Proposed IPR Proposed
($5%) Case IPR Delta Target IPR Delta Target IPR Delta
|COIumbia Generating Station 345,945 347,829 1,884 317,860 326,136 8,276 361,904 384,396 22,492

Description, Purposand Responiilities

The Columbia Generating Station (CGS) is a 1,107 net
megawaitt boiling water nuclear reactor located on the
Department of Energy Hanford Site in Richland,
Washingtonlt is owned and operated by Energy
Northwest CGS began operatjin 1984 ands on a twe
year refueling and maintenance outage cycle

CGS operating costs are included in the revenue
requirement of the Power Servid@ate structure and are
tied to operations and maintenance of the nuclear plant. gl
BPA acquires 1(Qfkercentof CGS gemmation and funds
100percentof its costs plus directly funds the
Decommissioning Trust Fund addclear Electric
Insurance Limited\EIll.insurance premiums.

Goals

CGStrives tooperate in a safe, reliable, and cost effective manner such that its peafuge is in the top
guartile of the industry in technical performance and top half of the industry in cost performance relative to its
peers on a sustained basis.

Proposed IPR levdtsr FY 20135 will support continued operation and maintenance of @®&Sare
consistent with thespending forecagtrovided by the Energy Northwest Long Range Plan (LRP) for t66&S
2010 IPRIn FY 2013 arElY2015, CGS will have refueling and maintenance outages.

Changes fron2010 IPR

The most significant item sintiee 2010 IPR is the earthquake and tidal wave that occurred in Japan in 2011.
TheNuclear Regulatory CommissidMRChas been taking a closer look at U.S. nuclear plants and the impacts
that natural disasters may have on operations and safety. CGShatethapproximately $55 million in its

LRP over the next five years to respond to the NRC mandates that have been and will be issued as a result of
the events and damage that occurred at Fukushima.

In March 2012the NRGssuedts annual assessment lettfor CGS statinGGS operated in a manner that
preserved public health and safety and met all safety cornerstone objeciikiesIRC citd four findingsin
whichwork practices failed to implement human error prevention techniq&SS has developed cartree
actions and initiatives to correct the deficiencies and provided funding for these actions.
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CGS is currently operating under its original fgesar Nuclear Regulatory Commission (NRC) license, which
expires in 20230n May 23, 2012, the NRC sigtteeldocuments approving the extension of CGS' operating
license to 2043. This extension of operatingrigyallow BPA to reduce contributions to the CGS
Decommissioning Trust Fund as the contributions will be made over a longer period of time.

InMay 2.2, the Department of Energy (DOE), Tennessee Valley Authority, the U.S. Enrichment Corporation
andEnergy Northwessigned agreements tpurste another depleted uranium program to provideclear

fuel for CGS, a program similar to the one conducted i5.20@e program involves DOE providing depleted
uranium hexafluoride (DRhat can be cost effectively enriched to provide enough enriched uranium for
CGS operations througtt least2028. This agreement generates savings of $20 million per year for'the F
201417 period. As a result, Energy Northwest will be updating the CGBuUdgEts, nuclear fuel plan and,
adzoaSljdzsSyidtes .t foDE&M adddhieliGRefldcttheDURRrag@rm a

New Projects/Programs

Each year CGS identifitunds and completes projectExamples of expense and capital projects for FY-2013
15 include:

Expense

e Inservice inspection and nafestructive examination as required by NRC to inspect the reactor during
the outage on a periodic basis

Inspection, repair andefurbishment of valves in the plant

Vessel services during the outage

Transformer yard maintenance

Cooling tower preventative maintenance

Service water valve replacement

Capital

Fukwshima impacts due to the natural disaster that occurred in Japan in 2011

Plant fire detection system replacement

Control rod blade procurement and replacement

Radio system replacement to comply with Federal Communications Commission rules
Radioactive dose reduction

Upgrade transformer yard oil collection

Control rod drive repaiand refurbishment

The cost estimates for FY 20IatidY 2015 include funding for Fekimarelated modifications that need to
0S YIRS Ay NBa&LRy athesa Rodific&tiGns drendreCedt to e infpleinant8dfrom FY
2014through FY 2007. If these modifications are not completed, CGlBhe out of compliance with regulatory
requirements and could be shut down.

Riskand Impact of Operating at Cost Target

The cost targets for CGS O&M were calculated using the 2010 IPR forecasts escal@&pdrgeint with an
adjustment to account for the refueling outage cycle. For FY,#0dfonoutage year (FY 2012) was used as
the basisand for FY 201%he outage year (FY 2013) wesed.The cost targets for Decommissioning Trust
Fund contributions we set based on the current contribution schedule submitted to the Nuclear Regulatory
Commission (NRC) in 2011, and the cost targets for Nuclear Electric Insurance Limited (NEIL) premiums
followed the standard inflation of 1.88 percent described earli¢higdocument
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The following may occur if the CGS forecasts are limited to the cost targets:

Longterm reliability and performance may ladfectedas projects would be deferred and or canceled.
Deferred projects may causddure bow wave of projects thaneed to be done in a short period of time
Probability of plant shutdowns may increase due to the long time period in ordering spare parts
Shortterm CGS performance and reliability mayaffectedif human performance improvement

initiatives cannot beompleted

BPA would be unable to make the full 2012 NEIL insurance premium payment amount, which is set by
NEIL for the coverage requested by BPA.

Non-funded Items

Forced outages if the plant needs to be taken offline for repairs

Undefined as well as unkwn regulatory mandates from the NRC

Likely change mandates issuas resulia of Fulushima.

Condenser replacement litigation expenses as the result of the extended outage in FY 2011

Challenges/Constraints

Some of the challenges and risks that exisE6 201345 are as follows:

Emergent equipment reliability issues
Length of the refueling outages

Regulatory fees

NRC substantive cresstting issue resolution
Potential NRC findings relatedeémergencypreparednessEP)
Forced outages

Increases in empyee benefits

Unknown regulatory mandates

Fukwshima impacts

Plant aging and equipment obsolescence
License extension implementation
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3.3 BUREAU OF RECLAMATION AND CORPS OF ENGINEERS

FY 2014015 Average: Proposed IP
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Program Detag

2011 2012
Start of Rate Start of
($$9) Year Actuals Delta Case Year Delta
Bureau of Reclamation 96,110 85,488 (10,622) 111,972 111,972
Corps of Engineers 192,433 190,835 (1,598) 208,700 208,700
Total 288,543 276,323 (12,220) 320,672 320,672

2013 2014 2015
Rate Proposed IPR Proposed IPR Proposed
($55) Case IPR Delta Target IPR Delta Target IPR Delta
Bureau of Reclamation 119,891 119,891 - 115,443 150,101 34,658 117,615 152,533 34,918
Corps of Engineers 215,700 215,700 - 215,170 231,187 16,017 219,218 237,378 18,160
Total 335,591 335,591 - 330,613 381,288 50,675 336,834 389,911 53,077

Description, Purposand Responsibilites

The Federal Columbia River Power System (FCRg
comprises 31 hydroelectric plant21 owned and
operated by theJ.S. Army Corps of Engineers
(Corpsiand 10 bythe Bureau of Reclamation
(Reclamation). The FCRPS has an overall capaci
22,060 megawigs, delivering power worth nearly St ===,
$4 billion annually to the people of the Pacific r,mr
Northwest. In addition, it provides flood protection =
and mitigation, as well as enhancement of fish ande=
wildlife while mitigating hazards to native species. | = .

BPA worksvith the Corps and Reclamatiomfund
operations andoutine maintenance activities, nen
routine extraordinary maintenance projectsecurity and WECC/NERC requirements, and fish gaflderand
cultural resources enhancement and mitigation activities.

The ©rps proposed F201415IPR levels arenchanged from théive-yearO&M spendingplan presented in
the 2010 IPR.

Reclamation is asking for an increase over the024;15 spendingplan presented in the 2010 IPR to address
staffing shortfalls fo©&M andnon-routine extraordinarymaintenance needs at Grand Coulee, particularly
those associated with the overhaul of the Third Power RIERP)Reclamation and BPA are still evaluating
the amount of esources required in each arbat currently estimate incrases of about $9.5 million per year
for staffing, 4.1.7million per year in increased TPP overhaul costs, 8rthdillion per year in newly identified
non-routine extraordinary maintenance (mostly at Grand Coulee).

In addition to the routin€D&M funded bythe program, subcategories include nmutine extraordinary
maintenance(approximatelyl5 percent of budgetfjsh andwildlife O&M @pproximatelyl5 percent of
budget), andtultural resources (pproximatelytwo percentof budget) In addition, the O&M i®gram
manages about $1iillion per year in maintenance related small capital.

23



B ONNEV I L L E P O W E R AAD M I NI S TR ATI ON

Goals

Provide low cost reliable power, trustatewardship of the FCRPS

NearTerm (FY 20135)

e Provic energy and capacity to meet our Regional Dialogue contract obligdfléer 1) to our 130 plus
publicly owned utility customers.

¢ Continue to ensure the FCRPS generators remain reliable and available to support the FCRPS during the
Grand Coule@hird Power Plant (TPBYerhauls during which successive 805/690 MW unitdwill
removed from service over a period of 10 to 12 years.

e Continue to address’K S b 2 NJcutwabrasdugeds and fish and wildlife mitigation responsibilities to
enableits residentdo realize the benefits of a low cost hydropower system.

LongTerm (FY201317)

¢ Operation and expansion of FCRPS power facilities meet availability and reliability standards in the most
regionally cost effective manner.

e Endangered Species Act, NW Power Act, National Environmental Policy Act, Fish Accords and other
environmeral responsibilities are met using a performa#izsed approach.

o BPA, the Corps, and Reclamation maximize thetlemg value of FCRPS power and transmission assets
through integrated asset management practices

Changes fronthe 2010 IPR

Costs for the werhauls athe Grand Coule@PPare higher than described in the 2010 IPR, and Reclamation
has additional no#outine maintenance resource requirementdsq Grand Coulee requires an increase in
staffing of approximately 5full-time equivalent FTEEto manage increased operations and routine
maintenance (particularly in the TRE)dto manage the project/work activities associated with the plaBPA
and Reclamation are still in the process of evaluating the resource requirements associated with these
changes.

There have been multiple forced outages of John Day turbines due to blade linkage/pin. falessfailures
have increased the forced outage rate for the pldmtis is a design flaw thaad been previously identifieah
this family of unitsard a mitigation plan was developed and implement&his advanced planning provided
an interim repair plan (blocking the blades on the Kaplan turbines) until they can be.r€bigiltype of repair
resultsin decreased efficiencynd operating range but adsextendedforced outagesAn inspection
program is being deployed on the remaining units in this faidy+routine maintenance funding is required
to address this issue.

BonnevillePowerhouse has had several long term forced outages associatedthétyenerators that may
indicate a systemic problem assateid with those units. Aese failures have increased the forced outage rate
and are a significant riskossibly requiring nonoutine maintenance funding to address the problem.

WECC/NERC requirents continue to increasend the projects are entering the first round of audits, which
require a high level of resources dedicated to each audit.

New Programs/Projects

Reclamation is proposirg fill approximately 50 new positions at Grand Coulee i®still in the process of
S@Ltdd GAy3a YR FAYIEATAYy3a GKS SEFOG ydzYoSN» ! 0O2ya
significantly understaffed to address all of its work requirements (routine andaaime maintenance while
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managirg multiple capital activities). In addition to needing to complete all the routine maintenance in the
Left, Right, Third and Keys facilities, plant workers are required for significarbutore maintenance
activities associated with the overhaul of theP. Additional workers are also required to provide
management and engineering support across all program areas.

For the Corps, WECC/NERC audits are estimated to have a financial impact of $500 thousand in FY 2014 and
reguire an extensive labor pool akeble for the audit (potential impact for up to four months).

WECC/NERC audits are cyclical as determined by NERGbuheicessarily occur annually. Therefatés
difficult to plan for and have resources available for this type of work.

Riskand Impact of Operating at Cost Target

The proposed funding levels for the Corps and Reclamation represent the bhdligted to be necessary for
maintaiingi KS K& RNZ &deadasSyQa alrFS FyR NBfAIFOES LISNF2NYI
Couleeln order to keep the rest of the FCRPS generating unitableaio support the loss of 808Ws, the

Corps and Reclamation need to be appropriately staffed and have sufficient resources to address the

operations, routine maintenance, amdn-routine extraadinary maintenance required across the system.

The Corps and Reclamation use a baseline budgeting process to develop program requirements for a routine
O&M program. These baseline budgets have outlined a minimum effort to successfully and consistently
maintain the facilities for acceptable performance. The routine items are reqiniredierto perform minimal
reguired maintenance while meeting regulatory mandates required for operation. Typical budgets consist of
two-thirds labor and on¢hird devoted tocontract support (security, fish and wildlife and cultural resources
mitigation) and materials and supplies required for operations and maintenance.

To illustrate how funding is distributed, the pie chart below shows ro@&d actual costs for FY 2011

FY 2011 Routine O&M Expense Costs by Categ

Direct Labor
$186,933,000

65% Support Services & Contracts
$65,562,000
Direct Labor 23%
Salaries and benefits and
indirect overhead labor,
regional and area office
administration staff, costs
forlegal, payroll, IT,
finance, etc.

Support Services & Contracts
Dish transport contracts, guard
services, water management,
professional and technical
services, buildings and grounds
maintenance, etc.

Materials & Supplies

$19,672,000
Other 7%
$14,618,000 es
0,

5% Noncapitalized supplies of bolts, tools, nuts,
Other materials and parts used in the construction,
Utilities, travel repair or production of supplies, equipment,
equipment building and other structures, etc. used in the
rental, rental day to day operation of the facilities.
space, etc.
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Risks of operating at the cost target include:
¢ Potential fomon-completion of required maintenance and hence transitioning from a planned approach
to accomplishing maintenance toward a reactionary approach.
e Potential for higher number of foedl outages and lower system availabjligsulting in additional costs
and increased rates
¢ Highflows: additionalabor required for debris removal, especially at fish screens, and additional non
routine funds requiredn dealingwith scour on the apronand boulder removal similar to what was
SELISNASYOSR |G .2yyS@gattS 5FY &  NBadgZ G 2F 1 afd
e WECC/NERC audithe audits are estimated to cost $1 million in FY 2013 and $500,000 in FY 2014. At
current budgeting levels, that amountsad20 percent increase in that program for FY 2013 and a 10
percent increase in FY 2014. A risk of noncompliance is increased with reduced funding levels, especially if
reguired maintenance is not completed and documented. Audit costs for Reclamatio2dhF¥ere
about $500,000.
e Potential of not meeting mitigation responsibilities for cultural resources and fish O&M.
¢ Knowledge transfer/improvement training and travel. Programs would be reduced, as well as materials
and supplies inventories and spare paidr maintenance.

Operating at thecost target for the Corps would require aBmillion per yeareduction from the proposed
funding levelsThiswould significantly reduce funding available mon-routine maintenance as well dsr
staffing Abouthalf of the reduction would come from the routine program, with the remaining reduction
from non-routine maintenance.

Operating at the cost target for Reclamatiwould requirea $35 million per yeareduction from proposed
funding levelsThiswould significatly reduce funding available for routine andn-routine maintenanceand
staffing. Reclamation would reduce then-routine budgetand routine budget/staffing.

TheGrand Coule@PPRoverhaul is the most significant single critical action for maintaifiag/alue of the

hydro systemBecause of itage andcondition, theequipment in tte facility requiresa significant amount of

non-routine maintenance funding to ensure ittngterm reliable operational performancdhese costs are

significant, butnotfuRAy 3 (GKA& 62N) 62dd R KI @S I YdzOK fF NHSNJ A
revenue and providengterm value to the regionA significant forced outage due to a mechanical failure

would take one of the large units down indefinitely, shiftingliidnal load requirements to the remaining

units. The lost revenue associated with losing one unit for a year is abouh#ish. Once the overhaul

begins, itwo additional unitswere lostfor a year, the loss in revenue would be about $135 million.

Across the FCRPS, similar age and equipment conditions and risks are paese@mple at McNary

(McNary is the hydraulic bottleneck of the FCRPS, making availability of these units of critical importance)
turbine runners are in marginal condition amich of the plant is original equipment. Some investments have
been made or are underway (main unit transformers and circuit breakers have been replaced and generator
windings are currently underway), but significant risk still remains as more invessezgded.

Thefollowinggraph illustrates the value of making investments and maintaining the reliableagiege
capability of the FCRRSshows the lost revenue as a result of potentially losing one,ttwee or four units

in the TPRat Grand Couled\lso, the graph illustrasthe increased value associated with the rest of the
generating units across the FCRPS as a result of the lower system availability during the TPP overhauls.
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Reduction in TPP Output

due to unit outages during the 12-year overhaul schedule
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AAssumes a baselineygar average availability of 77.3% at Grand Coulee
AAssumes a gear (2012024)levelizedenergy value of $46.93/MWh (based on the current forward peigeve from BP® Common Agency Assumptions as of July 2011)

The red line indicates the output and generation once the ovetbegihs irthe Grand Coule@PP. The blue
line ndicates scenarios of losing one additional unit (either 805 or. #8@) purple indicates combinations for
losingtwo additional units in addition to the overhauled unit, and the green indicates Itisiag additional
units after the overhaul begins.

In consideration of th&rand Coule@PP overhauls scheduled to start in March of 2048k began ora five-
year plarto asses§CRPS availabilibower system availability ésirrentlybeingexperiened primaily due to

the pre-overhaul work at Grand Coulee and some longer term forced outages at several CorpSyttets
availability isexpectedo increase over time particularly after the first overhaul is complete (sometime in FY
2014). During this periodthe Corps and Reclamatti are focusing on maintainirigh reliability and

availability across the rest of the plants in the FCRPS.

Reclamation and the Corps beliduading at requestedevels is crucial to maintain momentum they have
developed over théast few years in safety, achieving preventive maintenance goals, sustaining staff expertise,
accomplishing major routine and noautine projects, and WECC/NERC regulatory compliance. The desire to
further improve reliability and availability of the FCRIB§hg the TPP overhauls over the next ten years and

the high cost of forced unit outages during ttiise period, further highlighthe critical need for sufficient

levels of funding.

Non-fundedltems

The Corps and Reclamation are generally fundirmigdial activities at the proposed P¥14-15 program
funding levelsHowever, there are some areas of concern

e wSOf I Y rades sahgirsltsiemployeewages are continuing to increase at levels significantly higher
than inflation When the current wag freeze expires (this applies onlythe Corpsk & wS Of | YI G A 2 y Q2
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trades and crafts employeese continuing to get raises), a significant amount of back pay will be required
to catch up these employeeblote, about 60 percent of Corps and Reclamationleyaes are trades and
crafts.

e Potential changes in security and cyber security requirements (re: Federal Information Security
Management ActWECC/NERC requirements for cyber security are increasing dramaZigladly
vulnerabilities of power plants aam issue of great concern in the Department of Defefibe ©rpsis
governed bybefense policy and must comply witkefense standards for cyber securifiis is an issue
for Reclamation as well, particularly with Grand Coulee having national iconistétasDepartment of
Interior.

¢ Potential norroutine maintenancéundingrequirements arencreasing, especially for John Baplan
runner linkage problemandBonnevillePowerhouse generator problemsThesetwo plants could
experiencanultiple unit falures as a result of systemic or design flaws in the .ufdiditional spillway
gate refurbishments, bulkhead gates rehabilitation, ring seal gate overhauls, discharge tube and draft tube
rehabilitation, and turbine overhauls may be required in additiothtonornroutine work already
programmed.

¢ Corps and Reclamation joifitnded facilitiesheed additional worki=ish passage facilities, hatcheries and
joint feature items at the dams are the same age and condition as the power facilities and in need of
maintenance and investmenReclamation and the Corps must get matching appropriations for these
items, which may prove difficult with flat or declining appropriations.

ChallengesConstraints

¢ Infrastructureis agingand routine and nofioutine maintenance regrtementsare increasingSignificant
investments have been made in the hydro system in the last few years, but the majority of the hydro
systen®@ equipment age is still well beyond its design life and reqinicesased maintenance to keép
performing (he Grand Coulee TPP is a good example of this)

e Therisk of significant forced outages and loss of generating caparitinues.

¢ Regulatory requirements, especially WECC/NERC, are increasing

o Staffing at some facilities continues to be a challemtyeChief Joseph operations group recently was
downsixoperators, and filling vacancies at Grand Coulee and some of the Snake River plants is
challenging.

o Aging workforce/ knowledge transfer is becoming an isapproximately50 percentof Gand Coulee
staff is eligible to retire)
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Program Details

2011 2012
Start of Rate Start of
($3%) Year Actuals Delta Case Year Delta
Renewable Conservation Rate Credit 2,500 2,588 88 - - -
Renewables 37,258 35,939 (1,319)| 37,670 37,669 (1)
Total 39,758 38,527 (1,232) 37,670 37,669 (1)
2013 2014 2015
Rate Proposed IPR Proposed IPR Proposed
($$$) Case IPR Delta Target IPR Delta Target IPR Delta
Renewable Conservation Rate Credit - - - - - - - - -
Renewables 38,142 38,140 (2) 38,836 39,799 962 39,567 40,147 580
Total 38,142 38,140 (2) 38,836 39,799 962 39,567 40,147 580

Description, Purposand Responsibilities

. t | 6lidy gdal for renewable resources is to
ensure the development ofdtshare of all cost
effective regional renewable resources foredast
theb 2 NIKgSald t26SNI YR /
S9xth Power Plan at the least possible cost to BPA §
ratepayers

.t 1 Qaisbadéd oNI® public power customef)
share of regional loagrowth (about 40 percent). An
renewables acquired by BApublics withor
without assistance from BPA, count toward this goa
Based on public customer reports, BPA has
concluded that the publics have or will purchase
sufficient renewables to meetBRA& L2 £ A O
through 2015.

Goals

Meet existing contract obligations while seeking opportunities to reduce costs. Maintain existing program
functions.

ShortTerm Strategy Continue to purchase the output of seven wind projects. Maintain the solar ardl wi
monitoring networks (used in forecasting). Cover fees/costs associated with Western Renewable Energy
Generation Information System (WREGIS).

Changes fronthe 2010 IPR

Renewable power purchase expenses have been updated. Wind power purchasesgpertggher than
those appearing in the 2010 IPR because generation estimates have increased from 65.4 aMW to 67.2 aMW
and contract rates have been updated to reflect contractual obligations.

Wind data management contract with Oregon State Universityterasinated in FY 2011Anemometer data
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arenow available internally and validation is automated.

Remaining Green Energy Premiums (earned prior to FY 2012) are expected to be entirely reinvested during FY
2012 and FY 2013. Grearergy Premiums earmefrom the sale of attributes generated during FY 2011, but
sold in FY 2012, will be included as a revenue credit to the Composite Cost Pool.

New Programs/Projects

Payment fo WREGIS software enhancemestgble the creation and certification BenewabldEnergy
Certificatesassociated with FCRPS efficiency improvements (costs yet to be determined).

Riskand Impact of Operating at Cost Target

The output forecast used in the BR Final Study of the seven wind power purchase agreements was
increased to 67.2MW from 65.4 aMW (used 2010 IPR The increased forecast was based on actual
generation data from the wind plants over the last five ye@ihe forecast increase in energy (1.8 aMW) is
assumed to be sold at market prices ($32.10/MWh in FY 28d43365/MWh in FY 2015) resulting in a
revenue offset of $50ousandin FY 2014 and $53iousandin FY 2015.

$4 million per year is proposed f@sourcedevelopmentwhichfunds the preenergization costs associated
with acquisition of nodederal capacityesources (permitting, etc.). If this budgeasreduced, there may not
be enough funding available to acquire these resourdednflation was applied to the $4 million budgeted
for Resource Development

Non-Funded Items

Payment folengineering servis necessarip enable the creation and certification of RECs associated with
FCRPS efficiency improvements (costs yet to be determined).

Challenges/Constraints

The lulk ofspending isssociated with existing wind power purchase contract obligations.
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3.5 ENERGY EFFICIENCY

FY 2014015 Average: Proposed IP

Energy
Efficiency
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The Conservation Rate Credit expired at the end of FY 2011, resulting in the drop in the Energy Efficiency spinsdimmydeyn the

table above.

34



B ONNEV I L L E P O W E R AAD M I NI S TR ATI ON

Program Details

2011 2012
Start of Rate Start of
($$9) Year Actuals Delta Case Year Delta

DSM Technologies - © ) - -
Conservation Acquisition 16,200 12,042 (4,158) 15,950 15,950
Low-Income Weatherization & Tribal 5,000 3,046 (1,954) 5,000 5,000
Energy Efficiency Development 11,500 5,330 (6,170) 11,500 11,500
Legacy Programs 1,000 624 (376), 1,000 1,000
Market Transformation 13,000 10,807 (2,193) 13,500 13,500
Conservation Rate Credit 29,500 27,636 (1,864) - -

Total 76,200 59,476 (16,724) 46,950 46,950

2013 2014 2015
Rate Proposed IPR Proposed IPR Proposed
($59) Case IPR Delta Target IPR Delta Target IPR Delta

DSM Technologies - - - - - -
Conservation Acquisition 15,950 15,950 - 16,444 16,444 - 16,754 16,754
Low-Income Weatherization & Tribal 5,000 5,000 - 5,155 5,155 - 5,252 5,252
Energy Efficiency Development 11,500 11,500 11,859 11,859 - 12,083 12,083
Legacy Programs 900 900 - 1,031 1,031 - 1,050 1,050
Market Transformation 14,500 14,500 13,919 13,919 - 14,180 14,180
Conservation Rate Credit - - - - - -

Total 47,850 47,850 48,408 48,408 - 49,320 49,320

Description, Purposand Responsibilities

When acquiring resources to meet planned future loads, the
Northwest Power Act requires thalministrator to first consider and
acquire coseffective conservatio that is consistent with the
b2NIiKgSad t26SNI YR [/ 2yaSNDI
Expense funding is used towards this goal in three ways. First, t
funding is used for program support such as technical service
providers and research andauation,like that needed to quantify
norHprogrammatic savings. Second, it is used to acquire a subse
the savings target set by the Power Plan, such as market
transformation savings, low income weatherization savings, and
reimbursable (energy effiarey development) savings. Including
non-programmatic, these savings are forecast to make up nearly 25% of the total annual savings reported
towards the Sixth Plan. Third, expense funding is used to pay for all labor that supports the conservation
program(see Conservation Support in the N@eneration Operations program for proposed spending levels
for this labor).

| 2 dzy OA

Goals

lf2y3 gAGK YSSOAY3I LWzt A0 LROSNRA aKINB 2Ft O aSND
LongTerm Regional Dialag Policy is to pursue conservation equivalerdlt@osteffective conservatiom

the service territories of those public utilities served by BPA in partnership with public utilities at the lowest

cost to BPAThe expense budget is used to support dagit I Olj dzZA AA GA 2y 2F &l GAy3Ia |y
share of the savings target.

Conservation Acquisition
e Program Infrastructure Support
o Develop policies to encourage conservatianY LINE @Ay 3 (G KS NB Zhetgy Q& | 0Af A
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efficiencythrough regonal programsengaging with customers and other project
implementation stakeholdersonducting research and evaluatiQradproviding technical
support for project implementation and innovation in new technologies. These exgended
initiatives supg NIi sEnerhyCEfficienogapital program that provides incentive dollars to
achieve cost effectivenergy efficiency

Non-Programmatic Savings

o Nonprogrammatic savings will target conservatioecurring through codes and standards as
well as outside ofitility programs or market transformation efforts. For instance, thousands of
compact fluorescent light bulbs are purchased and installed in the region without the use of
utility incentives, making these efforts extremely ceffective to count towardpa f A O LJ2 6 SN &
target. A portion of the Conservation Acquisition expesgendingcovers the necessary
research, data collection and evaluatitmcapture these savings

Demand Response

o Demand Respondeols help utilities level out the spikes of energgnsumption during times of
peak use. BPA has several demand response pilots in the residential, commercial, and industrial
sectors, as well as some in multiple sectors.

Low Income Conservation State and Tribal Grants

BPA administers a grant programaking funds available to the four Northwest states and recognized

tribes within the region for the purpose of improving efficiency levels in qualifieéhiceme residences.

Grants to states are determined formulaically on a proportional basis using thecumcestit census data

of households with incomes below federal poverty guidelines. Grants to tribes for low income services are
made on an application basis and take a variety of factors into consideration including geographic
dispersion, prior participatioand local needs.

Energy Efficiency Developme(Reimbursable Activities

BPA provides assistance in a number of ways to other federal agencies in an effort to leverage energy
saving achievement. The scope of activiseefined through interagency aggements and can include
scoping audits, developing statements of work, facilitatiothinfl party financing actions, construction
procurement, project management, quality assurance, and reporting. Both direct and indirect costs for
these services are fylpaid for by the client agenthus making these activities rate neutral to BPA.

LegacyPrograms

Funds still owed on prior conservation expenditures. The upfront capital to finance these measures was
raised by others rather thaBPA The agency is nogmaying the equivalent of debt service.

Market Transformation Savings

alF Ny SO GNIYYATF2NXVIGA2Y Al GAy3a f SOSNF IS GKS NBIAZ2Yy
adoption of energyefficient products, services and practicExamples include collabonag) with

manufacturers to integrateonservatiorinto their product designs and with architects and builders to

promote early adoption of energy efficient designs and practBB# partners with and is the major

funder of the Northwest Energy Efficiendiiafice which promotes market transformation.

Changes fronthe 2010 IPR

¢KS /2yaSNBI A2y wliS / NBRAG sta Iy SELISyaS FdzyRSR
the end of FY 2011. The reduction in costs starting in FY 2012 as sltosvibanchart for Energy Efficiency

earlier in this section is due to the Conservation Rate Credit expiring. The projects that were previously funded
using this rate credit are now funded with capital.
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New Programs/Projects

Program size and scale is al@dging evaluated and modified in response to customer and market needs.

For example, compact fluorescent technology has been very popular for many years but, as codes, standards
and markets have changed, so do programmatic acquisitions. Conservatigayis adding new technologies

to obtain savings. Examples include ductless heat pumps, heat pump water heaters and variable speed drives
for HVAC systems. This new measure development will be accounted for in epistidingequests.

Risk and ImpactoOperating at Cost Target

There is no additional risk for operating at the cost targets f@rgy Efficiencpecause the igergy Efficiency
program is not requesting an increase from the cost targets.

ChallengesConstraints

The costs for acquiring theense portion of the Power Plan targets, currently estimated at nearly 25%,

could end up being more than what is currently forecast and the agency has budgeted. Energy Efficiency
estimates the cost of acquiring savings for each of the five years of thé*Bixer Plan. If actual costs are

more than projected costs, there might not be enough funding to reach annual savings targets resulting in the
possibility of missing the five year savings target.
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3.6 NON-GENERATION OPERATIONS EXPENSE
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